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$r have ccnsidered your c p ~ l i . z % t i o n  for recognitiorr of exemption from 
Federal income tax under sect ion  50 l (c )  ( 4 )  o f  tila Cade 2s a social welfare 
c rgan iza t ion .  

The information submitted shons that you were incorporated under the 
aon-prof i t ,  non-stock laws of the State of ******* .  

As s tated  i n  your Articles of Incorpcration, your purposes are to provide 
for maintenance and presarvation of res ident ia l  lots and common zreas and 
t o  yroricte t b s  h e a l t h ,  safe ty  and welfare of t h s  members of ******  *** 
********* ** *********  . 

The Dsclaration Covecants, Conditions and Restrictions describe t h s  

l o t s  in *********** ara menbers of t h e  Association. 

Your primary activities consist  of maintaining the private road and s id23 
of the road, vhich serves t h e  ******  ***  private s ~ b d i i ~ i s i a L ,  by mowing 
the shoulders during grass growing ssasou and scraping snow ~ f f  t h e  rcad 
during snow season. 

Your income i s  derived from membership dues, possibly comSined with  
assessments, as dceined necessary. Expensss consist of off ice $uppl i e s .  

Section 501 {c)  ( 4 )  of the Codae provides far  the recognition of c iv ic  
leagues or  oryanizat.iorrs not organized for p r o f i t  b u t  operated exclusively 
for the promotion of social welfare. 

I 
Section 1.50!(c) ( 4 ) - l ( a )  ( 2 )  (i) of the  Income Tax Kegulaticns pruvides  that  
an organization i s  operated exclusively for the promction of  social 
welfare i f  i t  is primarily engaged in prorfiotjng In some way the common 
good and general welfare of the people of the community. An organization 
embraced wi . th in  t h i s  section j.s one which i s  operatad for the purpose sf 
brinaina about c iv ic  betterments and s o c i a l  iniorovements. 
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Re?;enue Ruling 72-102, 1972-2. C.B. 149, s t a t e s  t h a t  z. non-pr0i'i.t 
o r g a n i z a t i o n  formed t o  preserve the  appearance of a >.)using deve lop~ten t  
and t o  maintain s t r e e t s ,  s i d e n a l k s  and coramon a r e a s  for  use of the 
r e s i d e n t s  i s  exempt under s e c t i o n  5 0 l ( c )  ( 4 )  of the  Code. Nent2rship i s  
r e q u i r e d  of a l l  owners of r e a l  p roper ty  i n  t h a  deve2opnent and assf!ssseets 
a r e  I.evied to suppor t  the  o r g a n i z a t i o n ' s  a c t i v j . t i e s ,  It was h e l d  t h a t  by 
main.taj.ning t h e  proper ty  n o r n a l l y  mainta ined by muni.cipal government, the  
o r g a n i z a t i o n  served t h e  common good arid genera l  welfare of t h e  people  of 
t h e  community. 

Revenue Ruling 74--99, 1974-1 C .B. 131,  modified Re~enue Ruling 72-102, 
supra,  by statiag g u i d e l i n e s  under which a h o n e o ~ ~ n e r s  a s s o c i a t i o n  could 
q u a l i f y  f o r  exemption under s e c t i o n  5 0 i i c j  (3i of the C ~ d d ,  

These  g u i d e l i n s s  are:  

1, Th,? o r g a n i z a t i o n  must serrre E! "community" t rhich bears  a 
reasonab le ,  r ecognizab le  r e l a t i o n s h i p  t o  ar, a r e a  i d e n t i f i e d  
as gooernmental; 

2 .  I t  nust not conduct a c t i v i t i e s  d i r e c t e d  t o  t h e  e x t e r i o r  
maintenance of p r i v a t e  r a s i d e n c e s ;  and 

3 .  The common a reas  o r  2aac i l i t i e s  aust b e - f o r  the use  and 
enjoyment of the  p u b l i c .  

This Ruling r e a d s  in p a r t :  

"A coamunity s i t h i n  t h e  meaning of s e c t i o n  501(c)  ( 4 )  of the Code and t h e  
r e g u l a t i o n s  is n o t  simply an aggregat ion of homeowners bound t o g e t h e r  i n  a 
structured u n i t  formed as a n  i n t e g r a l  p a r t  of a p l a n  f o r  t h e  developaent 
of  a real  e s t a t e  subd iv i s ion  and t h e  sale  and purchase of homes t h e r e i n .  
Although an exact  de l inaa . t ion  of t h e  boundaries of a "community" 
contemplated by  s e c t i o n  5 0 1 ( c )  (4) is n o t  poss ib le ,  t he  term as  used i n  
t h a t  sec t ion  h a s  t r a d i t i o n a l l y  been cons t rued  as hav ing  r e f e r e n c e  t o  a 
g e o g r a p h i c a l  u n i t  bearing a reasonable  racognizable  r e l a t i o n s h i p  t o  an 
area o r d i n a r i l y  i d e n t i f i e d  as a governmental subd iv i s ion  o r  a u n i t  or  
d i s t r i c t  the reof . "  

One of t h e  purposes of Revrnue Ruling 74-99 i s  t o  p rec lude  recogni t ion  of 
e x e n p t i o n  of homeowners' a s s o c i a t i o n  t h a t  se rve  a p r i n t s  rather than a 
public i n t e r e s t  . 
Based on the informat ion submi t t ed  and t h e  a p p l i c a b l e  law c i t ed  above, ne 
conc lude  that  you are primarily organized and operated t o  provide services 
for the  p e r s o n a l  benef i t  of  your members and not p r i m a r i l y  f o r  promoting 
i n  some way t h e  common good and g e n e r a l  welfare  of t h e  people of t h e  
comunity.  Therefore ,  you d o  not q u a l i f y  f o r  exemption from Fedora l  
income tax as  an o r g a n i z a t i o n  described i n  section 501(c)  ( 4 )  of the Code. 
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i n  iiccordance r i t h  t h i s  det.ermination you a ra  reauired t o  f i l e  Federal 
.i!!r.~rr>;:a t a x  re turns .  Yovr a t t z n t i o n  i s  c a l l e d  t o  s ~ c t i o n  528 of the 

r r u a l i f y l n g  homeowners associa t ions  say e l e c t  t o  be treatzd a s  a tax exempt 
orclaniz6\tion. T h i s  sec t ion  of t h e  ccde vras included iri t h o  Pax Reform Act 
of 1976. I f  you rietgrcline t h a t  you ql la l i fy  u n d e r  sect ion 52,  you must 
f j . 1 2  Faru 1120H. If you determine t h a t  vou do not  qual . i fy  uilder sect ion 
Sj$, yon lnust f i l e  corporate tax r?t .urn Form 1120. 

~f you do n o t  a c c e ~ t  our f i n d i n a s ,  Ire recom!cend t h a t  you reqctest a 
conference w i t h  a n e ~ b e r  of our  Reaioaal Offica of Appaals. Your request: 
f.71r a confersnce s h o u l d  include a ari . t ten appeal n iviar l  t k :  i a c l s ,  law, 
a n d  a n y  other infornaticn Cn sa-;;&ri your pos i t son  a s  explained i n  the 
.,-"l . ..-,., A T  Jcd - 3ubLlcation 892. 

You x i l l  then  3s contacterl t o  a r range  a date f o r  a confersnce. The 
conference may be h a l d  aL the  Rcqiona3. Office o r ,  if  you request .  a t  any 
mutually convenient Dist:ricr: c i f i c a .  I f  ?!a do not hear  iron! you rq i th in  30 
days of t h e  d a t e  of t h i s  1 2 t t z r .  t h i s  determination xi11 become f i n a l .  

* * *  * * * *   
D i s t r i c t  Director 


